
LAW OFFICES

BIRCH, HORTON, BITTNER AND CHERaT A PROFESSIONAL CORPORATION

1155 CONNECTICUT AVENUE, N.W. SUITE 1200 • WASHINGTON, D.C. 20036-4308 • TELEPHONE (202) 659-5800 FACSIMILE (202) 659-1027

THOMAS L. ALBERT' It
RONALD G. BIRCH"'
WILLIAM H. BinNER

KATHRYN A. BLACK

PHILIP BLUMSTEIN
CORY R. BORGESON
DOUGLAS S. BURDIN'

JOHN J. BURNS
SUZANNE CHEROT
JOHN J. CONNORS
ALLAN E. CURlEE
KIM DUNN

RALPH V. ERTZ
JOSEPH W. EVANS"
LEIF E. FONNESBECK

TINA G. FRASHER
WILLIAM P. HORN'
HAL R. HORTON-·
STEPHEN H. HUTCHINGS

ROY S. JONES. JR. '
MARA E. KIMMEL

THOMAS F. KLINKNER
KAREN Y. KNUTSONt

KAREN T. KOVACS'

HARVEY A. LEVIN' t
STANLEY T. LEWIS
JAMES H. L1STER'U

GREGORY A. MILLER

MICHAEL J. PARISE
DAVID G. PARRY

TIMOTHY J. PETUMENOS
ELIZABETH A. PHILLIPS
ERIC D. REICIN·
ELISABETH H. ROSS"
CHRISTOPHER J. STROEBEL

, D.C. BAR
.. D.C. AND ALASKA BAR

, MARYLAND BAR

t VIRGINIA BAR
ALL OTHERS ALASKA BAR

MARY A. NORDALE. OF COUNSEL

1127 WEST SEVENTH AVENUE

ANCHORAGE. AlASKA 99501·3399
19071 276-1550

FACSIMILE 19071 276·3680

KEY BANK BUILDING
100 CUSHMAN STREET. SUITE 311
FAIRBANKS. ALASKA 9970' -4672

19071 452-1666
FACSIMILE 19071 456-5055

February 4, 1997

Mr. Bruce Caton
Secretary
Room 222
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

FEB 4 1997

re: Written Ex Parte Presentation
CC Docket No. 95-182

and
Alascom, Inc., Tariff FCC No. 11, Transmittal No. 852

Dear Secretary Caton:

Enclosed are four copies of a written ex parte presentation made on behalf of ATU
LD, dated January 29, 1997, and addressed to Al Barna, Esq., of the Competitive Pricing
Division of the Common Carrier Bureau. Pursuant to Note 2 to 47 CFR § 1.1206, two of
the copies are for filing in CC Docket No. 95-182, and two of the copies are for filing in a
tariff proceeding known as "In the mattter of Alascom, Inc., FCC Tariff No. 11, Transmittal
No. 852." This ex parte filing is made to ensure inclusion of the presentation in the record
of both proceedings.

Also enclosed is an extra copy of this cover letter, which I would appreciate your file
stamping and returning in the enclosed envelope.
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Please call if you have any questions.

Sincerely,

BIRCH, HORTON, BITTNER
AND CHEROT

()lm~Ji1
tfmes H. Lister

cc:
AI Barna, Esq.
Mr. R.L. Smith
Mr. Cameron Kashani
Room 518, FCC
1919 M Street, N.W.
Washington, D.C. 20554

Joe Edge, Esq.
901 15th St. NW
Suite 900
Washington DC 20005

Charles R. Naftalin, Esq.
Koteen & Naftalin, L.L.P.
1150 Connecticut Ave., N.W.
Washington, D.C. 20036

Ms. Karen Brinkmann
(with enclosure)
Room 5002, FCC
2025 M Street, NW
Washington, DC 20554
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Mr. AI Barna
Federal Communications Commission
Competitive Pricing Division
Room 518
1919 M Street, NW
Washington, DC 20554

Dear AI,

We had a meeting with you on January 15, 1997, concerning AT&T Alascom's Tariff
11 proposal. As a result of our meeting, we thought it would be helpful to provide the
following information.

1. At the meeting we noted that within the last few days, we had received a telephone
call from AT&T Alascom indicating that it was finally going to be able to make available
to us private line facilities on the fiber optic cable seIVing Alaska. l We provided you this
update because we had stated in the Declaration of Charles Carpenter (filed December to,
1996) that Frontier had placed an order for four DS-Is with AT&T Alascom in its name to
be used for ATU-LD on June 3, 1996. AT&T Alascom had responded by letter dated July
25, 1996, stating that this capacity was not currently available and that our order would be
placed in a queue. We desired to lease these facilities because we could provide interstate
seIVice far more economically over them than by subscribing to switched service under Tariff
1L We later placed an order for two additional DS-ls in our own name.

AT&T has indicated verbally that it will begin turning up there facilities by February
15, 1997, for customers waiting in the queue. We would then receive our service based on

1 Currently, the State of Alaska is served by one interstate submarine fiber optic cable, tbe "Alaska
Spur" which is a leg of a transpacifIC fiber optic cable. The cable was built by Pacific Telecom Cable, a
subsidiary of PacifIC Telecom, Alascom's prior owner. When PacifIC Telecom sold Alascom to AT&T, it
included sale of tbe Spur in tbe transaction. Alascom and GCI both have substantial capacity on the Spur,
making it difficult for otber carriers to obtain capacity.

F:\lOl056\4\EHR0S7l
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our position in the queue, which could be by mid-to-Iate February or March, 1997. We may
receive the original four DS-Is ordered by Frontier at that time.

We do not believe that AT&Ts system for deciding which carriers will be provided
capacity is contained in its tariff. AT&Ts letter of July 25, 1996 did not cite any tariff
section describing the queuing rules to us. We do not believe that AT&Ts queuing rules
have been reviewed by the APUC or the FCC. To the extent that capacity is currently, or
may at some point become, fully exhausted, it might be reasonable, for example, for AT&T
to distribute available capacity pro-rata among carriers based on their respective customer
requirements, rather than maintaining for itself the capacity it has previously used. This
would prevent the freezing out of new carriers. Since it is the only fiber optic cable
connecting Alaska with the Lower 48, space is extremely important for all carriers competing
in that market.

We note that AT&Ts provision of private line circuits will lessen the financial
consequences to us of an FCC action suspending Tariff 11 for one day prior to setting it for
investigation (with the rates put into effect on an interim refundable basis), compared to an
FCC action suspending the Tariff for a longer period (with the new rates not in effect).

2. We would like to provide information on how a call would be transmitted through
ATV-LD's system. A customer would designate ATV-LD as its interstate and/or intrastate
long distance carrier. Assuming that the customer originated a call in Anchorage, his call
would receive dialtone from Anchorage Telephone Utility's (ATV) end office (EO). The
EO formulates an Initial Address Message and routes the call over ATV-LD's dedicated
trunks to ATV's Access Tandem switch (AT). Upon arrival at the AT this call would be
translated and routed via ATV-LD's dedicated trunks to AT&T Alascom's DMS-200 switch.
AT&T Alascom DMS routes the call (based on the dedicated incoming trunk group) to
AT&Ts 4-ESS in Portland, which then transmits the call to Frontier Communications,
ATV-LD's Lower 48 long distance carrier. Frontier would transmit the call to the local
company serving the termination point.

3. In its Supplemental Reply dated December 20, 1996, AT&T attempted to describe
certain technical problems it faced with ATV-LD's interconnection with Frontier which had
delayed provision of service. AT&T stated:

With respect to interconnection with Frontier, ATV required that the network
be able to identify and route all calls based upon the originating carrier code,
i.e. for southbound service identify all codes originating with ATV and then

F:\lOl056\4\EHROS71



BIRCH, HORTON, BITTNER AND CHEROT
A PROFESSIONAL CORPORATION

Mr. Al Barna
January 29, 1997
Page 3

route them to Frontier, and for northbound service identify all calls
originating with Frontier and then route them to ATU. Such capabilities had
never been deployed before, and therefore substantial development was
necessary. This problem was exacerbated because ATU would not provide
Transit Network Selector ("TNS It

) codes (see Attachment No.2) and, in
addition, Frontier would not establish a point of presence or a point of
interconnection in Alaska. Either of those approaches would have made
provision of service in the way ATU wanted it far less complicated.

Supplemental Reply of Alascom, Inc., pp. 6-7.

We do not believe that ATU-LD's intercOnnection request with AT&T, including its
Lower 48 handoff to Frontier, posed problems that were beyond the scope of those typically
encountered with any new carrier-to-carrier start up arrangement. From AT&Ts
description, it would appear that ATU-LD's needs caused interconnection problems in that
ATU would not pass the TNS codes forward to Alascom from its switch, and Frontier would
not establish an Alaska point of presence. This is not true.

AT&T created its own problem by building a single Tariff 11 trunk group designed
for all switchless resellers and switching it through AT&Ts 4-ESS switch in Portland,
Oregon.2 The Portland 4-ESS requires the TNS parameter. Based on some preliminary
research, we believe that AT&Ts practice of requiring the TNS parameter may not be
consistent with general industry practices and Bellcore specifications. According to the
Bellcore standard we found, the TNS is only passed forward to a carrier if the call is

2 It is unclear why the terms of Alasc:om's Tariff 11 service would be governed by AT&T's switch
needs in the Lower 48. AT&T is a Tariff 11 customer, not provider.

F~lOlOS~~IiIROS71
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international.3 ATV's practice of not passing the lNS forward on domestic interstate calls
is consistent with Bellcore standards.

AT&T AIascom has said that ATV-LD is not the only Tariff 11 customer. AT&T
AIascom carries AT&Ts traffic on Tariff 11 and also GCI's. If the problem stems from
ATU's inability to pass the lNS forward, why has this not impeded AT&Ts calls or Gel's
calls under Tariff II? Is AT&T AIascom not using the lNS field for GCI's or its parent's
traffic?

Even if ATV were capable of forwarding the lNS parameters to AT&T AIascom,
we wonder whether AT&T AJascom's DMS switch could transmit it forward to AT&Ts 4
ESS switch in Portland. We assume that the DMS was designed according to the industry
standards reflected in the Bellcore specifications. If so, the DMS software would be
programmed to pass the lNS forward on international calls. We wonder if AT&T AIascom
is imposing two different standards - one for its parent AT&Ts traffic and one for certain
other carriers?

3 BeUcore Specification GR-905-Core

4.1.2.6.6 Transit Network Selection (TNS) Parameter

The TNS parameter contains carrier identification and the circuit code. The circuit code is a four bit
code that is used to convey information that is currently contained in the OZZ or IN/N'X MF digits.
This code depends on dialed digits-digits, the originating line class of service, and the chosen
Interconnecting CCS Network (ICN). The purpose of this parameter is to indicate to an intermediate
node or a network what carrier and circuit group is to be selected. For international calls, the
receiving ICN may be an intermediate network, or an international operator may be required. The
TNS in this case identifies the INC and whether or not an international operator is requested, and
thus TNS is needed on such calls.

For domestic calls, the ICN receiving the call itself is identified in the TNS. As such, the TNS is not
sent to an leN irrespective of the direct EO or via AT access. However, if the circuit selected to an
leN is via an AT, the originating end office has to indicate to the AT what carrier and circuit group
is to be used from the AT. The AT is capable of selecting one of up to four distinct trunk groups to
a specified ICN based on the Carrier Identification Code and Circuit Code in the TNS parameter.
The AT receiving the Initial Address Message (lAM) from the end office with a TNS parameter
selects a trunk group based on the carrier and circuit identification, but does not include the TNS in
the lAM to the ICN. Note that if the TNS parameter is present in the incoming lAM to the AT, the
dialed digits will not be used for routing-only the carrier identification code and trunk group number
in the TNS parameter along with the contents of the user service information parameter will be used
to select the outgoing trunk group.

F:\lOl0,56\4\EHRO,57t
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As to Frontier's failure to establish a point of presence in Alaska, it is unclear why
ATU-LD's Lower 48 long distance carrier should be required to meet Alascom in Alaska.
The purpose of Tariff 11 is to provide facilities for transmitting calls between Alaska and
the Lower 48. The Tariff has a Portland meet point.

As to northbound traffic issues, AT&T has yet to even provide northbound Tariff 11
service, even though the service has been on the books for over one year. ATU-LD has
been unable to get information from AT&T regarding the signaling format required to route
calls from the Lower 48 to Alaska. At last check, AT&T suggested that it would have an
answer by the end of January, 1997.

ATU-LD's start-up with AT&T Alascom under Tariff 11 was very difficult and took
nearly four months. At this time, AT&T has only achieved a temporary solution. ATU-LD
would not like to see such an unnecessarily long delay for service order provisioning become
institutionalized in AT&T Alascom's Tariff 11 for future- service orders. It strongly opposes
extending the service order provisioning time beyond 25 business days.

4. We discussed whether it would be more appropriate for AT&T to charge for
transport service under Tariff 11 on a flat rate rather than a usage sensitive basis. We
believe that it would be more appropriate for transport to be charged on a flat rate basis
because the rate recovers non-traffic sensitive costs.

5. We have provided, for your information, a chart which compares how several
hypothetical bush and non-bush originating calls would be rated under various revisions to
Tariff 11. The chart shows that the increases proposed since Transmittal 790 are substantial
in Anchorage and even larger in other non-Bush parts of the state. See Attachment A.

6. We enclose documents from the APUC record concerning AT&Ts decision to
consolidate its Alaska switching functions in Anchorage, removing switches from Juneau and
Fairbanks network locations. The documents include:

* Excerpt from the APUC hearing transcript at its Informal Conference
concerning AT&Ts acquisition of Alascom, dated March 15, 1995. The APUC
Commissioners and GCI asked AT&T questions about its plans to eliminate switches
in Juneau and Fairbanks. See pages 40-41, 49-51, 56-69.

* GCI's letter dated March 16, 1995, in which it asks the APUC to include in
its order approving AT&Ts acquisition of Alascom a condition concerning AT&Ts

F:\lOlOS6\4\EHR0571
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plan to consolidate the switches. GCI asked that AT&T coordinate network planning
with it and not, without prior APUC approval, restructure the network in a manner
that degraded service quality or increased prices to GCI.

* AT&Ts response to the Commission dated March 28, 1995, in which it
opposed placing GCI's conditions in an Order. AT&T suggested that the conditions
were not necessary, because it would attempt to accommodate GCI's concerns
anyway. AT&T said that it would not increase prices to GCI for the same tariffed
services without a tariff filing. (p. 2).

* The APUC's Order No.2, U-95-26 approving the Alascom acquisition by
AT&T. The Commission declines to put GCI's conditions in the Order, finding that
AT&T had voluntarily agreed to address GCI's concerns. (p. 9). The APUC
required AT&T to coordinate network planning and changes with all Alaska carriers,
not just GCI. (Id.) It did not consider, or rule on, whether AT&Ts switch
consolidation plan was reasonable.

We would be happy to meet with you again if you have any questions concerning this
information.

Sincerely,

BIRCH, HORTON, BITINER
AND CHEROT

~~/.
Elisabeth H. Ross

Attachments

cc: Charles Naftalin
Joe Edge

F:\101056\4\EHR0571
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1. opportunity to answer whatever questions they want, because

a they're the guys that are on the not seat. Go ahead, Jiamy,

J tben.

4 MR. JACKSOMa ThanK you.

5 ca.laHAH SeRRalRc Told you it was intormal.

• MIt. JACUOI: You know I never object to this fOr1D4l.

7 Thank you and gOOQ morninq. We thank you for the opportunity

8 to provide COJlQllent. this morning on the applicat.1on of AT'T t.o

, acquire .. controlling intere.t in Alascoll. It appear. that our

10 saeating i. fortuitous, given that we are between AT&T and

11 ~laska Telecom.

12 We support the application of AT'T to acquire controllin9

13 intere8t in Alascom. We believe it .hould be approved, with

14 relatively 1ainor conditiona, W. do not believe that the
C

15 granting of the application will lead to the di•••~rous

16 consequences in the market projected by Al••ka Telecom.

17 Indeed, Gel believ.. that it vill fare bet~er in eo.petition

11 again.t AT'T than again8t Alaacom -- the old Ala.com .- and We

11 have fared pretty qood in that war a180.

20 competition in Ala.ka will flourish.

21 I would fir.t -- tirst I will address certain conditione

22 that ve believe should be placed on the tran••ction and ahould

23 be included in an approval of the tran.action, and explain the

24 reason_ tor thoBe conditions. Then I'll addr.s. the co~ent.

a5 made by Alaska Telecom in their recent pleadinq and a180 80••
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of Cheir comments this morninq.

But before I q.t to tho•• two thinqs, I'd like to address

one characteristic ot the Alaska market which you lIUst remember

in thinking' about our condi tiona, in thinkinq about Alaska

Telecom'. pleadinq, and in thinkinq about most of what they've

said this morninq. That characteristic is that GCI and all

other carriers ere now prevented by both the APUC and the FCC

from buildinq facilities in .ost ot what is called bush Al~.ka.

That's commonly called the bush earth 8tation restriction •

The APUC has a speoitic list ot locations where we and
8\.1u""

anyone other than Alascom can lMt+l competitive facilities.

That list is 3 Me 52.355. It Clenerally 1. the same as tha FCC

rule, which do••n't state speoific locations but which .t.t••

that competitive facilities cannot be built in locations with

leas than a thousand people that a~ not connected to the road

system. Co.peti~ion doe.n't exist in tho.e areas, and there'S

nothing GDOUt. A1a8<::01l'. -- Telecom'. tiber that can do anythinq

to bring co.p.ti~1on to tho•• are.e, which i •• vas~ are. in

Alaska.

Also, because we cannot build in those looation., we must

us. Alascoa to terainate calls trca one or our custoMers to

thos. locations. And w. pay them wholesale rat•• based on a

wholeeale tariff, for thea to do that. So When I or any otber

Get o~.~oa.r piok. up the phone to call, .ay, White Mountain,

GCI must hand that call to Ala.com to have it cc.pleted.

-38-
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1 As a cons.quence ot that restriction, Gel obviou8ly doe.

earth stations, we've qot 10 -- ye., that'. because we're not

allowed to serve tho8e ~oo plftc••.

Also aa a conaequenc., Gel, of n.celsity, has a••igned,

placed, and sized our facilities so tha~ w. can interconnect

with Ala.com in the most efficient manner possible when handinq

them call. to take to places tha~ we don't serve. We had to

plan our facilities based on the'existence of their facilities

and that rule. And we'll talk so•••ore about that later.

Now, we don't think it'. nece.sary tor the APUC to addre••
C

or chanqe the bush earth station restriction in this

proceeding- It is likely that w. ~il1 be coming to you in the

next year to request at lealt a .odification of the

restriction.

As you have probably read, we have just completed II

demonstration in Washington, D.C. of our version of the DAMA

technology, the equipment we specifically d•• i9ned to go with

the DAMA technology, and we've demon.trated its capabiliti88

and adventaC)e.. In t.h. future we will be oOll1nq to ask for the

ri;ht to install tbat equipment in place. where w. are not now

allowed to install any equipment.

2 nat have as many faciliti.s, serve .s .any location., u•• as

J . muoh transponder space, as Ala.cOB. That tact alone explains

much of the data presented by Ala.~. Telecom in their chart

'Which c01lPar•• facilities. Where Ala.com has 200 and .oln.ethinq
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tariff. i. premised on the eXi.t~e. of Ala.eo. switch.. in

•••m. '\:hat they will have only one switch, a .witch in

Anchoraqe. I que•• they're actually qoing to re.ove all thr.e

and replace just the one in Anchorage, leav1nq no switch•• in

Juneau and Fairbanks. That represents a _ajor r ••tructurinq

ot Ala.com'. network. And it will therefore have a aajor

impact on us in the way we'va set up our sy.ta. to hand calle

The OAMA technoloqy, we'll also have to brinq it up !qain

a l1ttle ~it later in re.pcndin9 to .o~e -- Alaska Telecom'.

presentation this morninq.

Even though we're not askinq you to chanqe the bush earth

ataticn restriction in this proceeding, it still affect. this

proceedinq in a coupl. of wayl. AT'T ha••tated tha~ it plans

to remove Ala.com'. switches in Juneau and Fairbank.. And it

chanqing it.

On top of that, the entire method which Ala.ka wor~ed out

to handle number portability for 800 ••rvicee i. pre.i.ed on

the existence of equipment called STi'. and the .~itche. in

tho•• locations. Again, Alalcom ... - or the new Ala.com appears

~o be -- that they're qoing to change that. Now, that doesn't

mean we're aqainst them .akin9 the change. It may well be a

qood id.ea.

But nov I get to the point that I want to emphasize, i.

And now they plan on

The en'tire structure of the whol.sale rates andto them.

Anchoraq8, Juneau, and Fairbanks.
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The next issue ooncerns the .nti~y t.hat, aft.er th.

serviae and where we have to us. them.

restructurinq with us so that we know what is qoinq on, so that

we can h~v. input, and 80 that we oan r ••tructure our network

put on the application, whiCh is simply that Ala.coll b.

required. to keep us informed of t:.h.ir pla.nning -- plannec1

plann1n9 ' andnetwork

They should coordinate t.heir

coordinateto

we're obtaining trom them .

we do not baliev. that they should have the unilateral right

to restructure the network in a JIlanner that degrade. the

quality or increase. the price of the Wholesale service which

to the extent necessary, and so that we can brlnq any problem.

or complaint_, it they arise, bacX to the con_i••ion •

So that is the first con~itiQn that we believe .hould be

restructuring,

interconnection, and. that they should not be allowed to

restruct.ure 1n a way that:. deqrad•• the quality or incr••••s the

price of service without qettinqC prior approval. And the

Commis.ion shoul~ retain jurisdiction over th... network

ohanges to oversee any problems that ar11l.~

And again, we suspect we will work this all out with th••

and you will never hear about this &qain. But if we c2on't, it

could be an enonaoull probl.. tor U8. And for u., it .Mns the

people that we .erve. And we ~on't want to qet to that day

When they pullout their switch•• , and our customers can no

lonqer make calls to places where we're not allowed to provide
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application ia approved, will have tbe authority now held by

Alascom. It is. our und8rstandin9 that the entity that will

have authority to provide intrastate int.rexehange 8ervic. will

still b. Alascom and that no new entity will have authority .

Alasoom will be owned by a new parent, AT&T rather than PTJ.

But AT&T will not have authority to provide ••rvic. except

through Ala.com. And at lea.t for now, ~lascom'a name remain.

AlA.com. That means AT'T will not have authority ot its own

and service will be provided -- will not be provided in AT'T'.

na.e. That could be ehanqed 1n the future, if they file a

different application. But that's the way it will btl •• a

r.sult of 'this application, and the order approv1n9 the

application should be explicit about that. They have not: .sked

for anything else.

•Those are the only intrastate issue. that we have. W.

don't think they .hould be controversial and we don't think

they should delay approval of the application. AT'T should

aqree to the condition. and the understanding, and the

application should be approved.

Now I come to the pleadin9 of AlasKa Telecom. Initially

I want to say that it may be true that Alaska Telecom's

prospects tor buildinq a cable from the Pacific Northwest to

Alaeka may be dimlnish.4 by the tran.action betw.en AT'T and

Ala.com. I don't know that and we're not the be.t jud9. ot

that. We do aqre. that it would be C)ood to have anot.her tlber.
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oonflict between the statement that Alascom will be charging

integrated rate. and their state.ents that rate lnteqration has

been abandoned.

Finally, to paraphra•• the tamou. quote, "Th. rumor. of

GCl's expected d••i.e are greatly exa;gerated." BaCK when Gel

first went in~o busines., the prevailing wisdom was that Gel

been competing aqainst every sinee then. Thos. will be the

sa.. rat•• w. compete a9ainst in the future.

At the sa.e time that Alaskl Telecom'. plee4inq in the

same pleadinq Where they say w. won't be able to compete

a9ainst nationally inteqrAted rates, they .ay that the

tran••c~ion abandons the policy objeotive of the oontinu~tion

An4 we are a potential purchaser ot capacity on that fiber.

Beyond that a9reel\ent, I have to characterize AlascOlll'8

Ala.ka Telecom'_ pleadinq a. More a worx ot fiction than ot

tact. It is based on a very fundamental ~i.und.r.tandinq of

the present conditions in Alaska, the market conditions.

Alas~a Telecom stat•• that Get will be unable to co~p.te

with AT&T' II nationally inte9ra~ed rat... They 8ay that several

time. in their plead1nq. Gel is qoinq to d1. becay.e we will

be foreed to compete with AT&T'. nationally integrated rates.

In tact, GeI has b••n oompeting a;ainst nationally integrated

rat•• for over 10 y.ars. Ten y.ars 890, Alasco~ was required
'U1'l4ts~1L

t.o m.irror AT'T's ioft'r&stlite rat... Those are the rates we have

There ; ••• to be an irreconcilableof rate integration.
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could not possibly survive. Back again 1n 1991, when GCl was

applying' to provide intrastate service, Alascom tiled a

pleadinq .~.tin9 that GCl could not pay ita debts and wa. not

financially tit to provi~e service. I'. here to tell you that

1994 was by far the best year that Gel has ever had. We are

doinq fine in competition, and we believe we can do fine in

competing against Alascom after it ia own84 by AT'T.

The statistics reqardinq faciliti•• in Alas~a Tel.co~'s

pleading are a refleotion not of our health, but ot the bush

earth station r ••triction t.hat I talked about before. The

financial numbers are, first l out ot date and siqnlficantly

better it 1994 is included; and-two, they are the reflection

of a younq company that's concentrating on growth rather than

on dividends.

Alascom'. quote trom our Fori 1040 re9ardinq the 8tf.c~

of Sprint and Gel leavin; our network is sort of 11ke readin9

the warnin9 lab.l on a bottle of alpirin and tJecid1nq it'.

qoinq to wipe out our population. Every company makee .uch

disclosur•• to shareholder•.

And w. alao don't think there's a real r18k that Mel and

Sprint are suddenly 90inq ~o rush ~o do bus in••• with Alasco.

beeau•• Ala.com is now owned by AT'T. If anything, it would

be qui~e the opposite.

Turninq a little bit to the prooeedinq or the presentation

this aorninq by Alaska Tel.coa -- and I may 9.~ • little bit
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problem_ with that fiber, I think 25 years miqht be pl"etty

transponder capacity, is pro~ably correct; but aqain, their

intrastate competition. All of their analY8is reqardinq the

sat.llite and the cost of the satellite, cost of the satellite

optimistic. If you reduce that, a tew of the nu~ber. aren't

goinq to come out 80 good.

There ill not much of sat.ellite

I -- in vie. of 80M ot the recent

It's qo1nq to have very little to do withAnchorage .

more diajointed here, but I think I can go throuqh it -- they

talk about how their fiber is qoinq to save competition in

Alaska. Their tiber 90e. from Pac1fie Northwest to Juneau and

fiber doesn't help that •

traffic Which can be put on that transponder. There ia some;

but t.he aatellite traffic involves calla from Anchora98 to the

bush, pri.arily, and from one bUsh .looation to another bush

location. Their fiber i. not going to have a thin9 to do~ith

t.hat.

1 -- tor 'the fiber.

The .olution to that probl•• i. the OAIQ technolOCJY I Which

reduces the satellite transponder nleds by a half -- it reduces

it by a half to two-thirds; in other words, it reduce. it to

approxima~.ly a -- b.~we.n a third and a half ot what i. now

required. So there 18 a technological innov.~ion whioh i. noe

a fiber, but which is DAMA, whiCh reduce. tbe coat of that

.atellite tremendously.

Also, note that tneir chart had • 25-y••r tor the cable.
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1 Tbey que.tion why -- how can you explain Gel '.

z participation in this proceedinq. Well, Gel ha. been

-

3 partioipating in the proceedings involvin9 the market structure

4 in Alaska since those proceedinq. beqan 10 yearp ago. I think

5 it would be quite odd if we were not here. And once &981n,

It they qat quite contradictory. On the one hand, they eay we are

7 here to do no~hinq but pre••rve a market structure which will

8 allow us to survive. On the other hand, they s.y the market

t structure we're advocating is going to lead to our death. I

10 don't think they oan have it both way••

11 Gel has participatea in ~e .arket structure proceedinq.

12 from the beqinninq, becaus. Gel wanted to 811J11nate the

13 trem.n~ou. 8ub.i~y to its competitor and also, Gel is

14 interested in lift.ing the bush earth station r.striction

lS eventually. That will be ea.ier to\o in thi. ntnt environ.ent.

16 Under the Market structure Order which they seem to

17 prefer, it lflavf!l~ Alasc:om with that bush Jftonopoly. And it that

11 order were 1.plemente<1, we think it i. likely that Al••com

1. would clin9 to that buah monopoly with every ounce ot strength

20 ~at they have, becau.e that will be just about all they do

21 have lett. And ~ere will never b. any co_petition in the vast

aa ..jortty of the bU.h area. ot Ala.ka, any taciliti••-b••ect

23 competition in the vast djority of Alaska, pursuant the New -

14 purauant 'to the New Market Structure Order, which ia what they

25 are asking that we k.ep.
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w. think the prospects for competition are much better in

that area of Alaska once ATilT »uya Ala.com than with th..

Alascom that w. have now.

That'. all I have. Thank you.

CBAX~ aCRR61.J What'. your pleasure? want to take a

little break and let them dige8t the comments?

(Side conversation)

CHAIRMAX 8CHROBR: We'll take a 15-minute breaK. We'll

~e baok at 10 o'clock.

(Oft r.cord at 9:45 a .•• )

(on record at 10:00 a.m.)

cKatRHA» • CHa0.., I'. qoinq to have the Staff have an

opportunity to ask their qu.stions la.~, .0 I 9ue.. I wlnt to

allow you now, Mr. Oe Francisco, to comment if you will, or

and if you guys want to que.tion ~Oh other, and just keep it

civil. ot course, I'll qet up and keep it civil it you don't.

So go ahead with your comment. re9ar~inq what you heard fro.

the other two partie•.

HR. De ,...CI8CO: Thank you, Mr. Chairman. 1 think -

my under.tanding of this proceedinq today i. to talk about

AT'T'. being fit, willing, and able to operate Alaacom. And

I had -- did not hear any comments from Ala.ka Telecom that

spoke to that issue.

I think we heard a very effective sal•• pre••ntation tor

the Northstar Cable. W. did not oppo•• , and to my ~nowledqe
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1 no one opposed their application to build that cable. We may

2 be a custO~.r in the tuture, just a. GCI may be. We do not,

3 however, want to be required to us. that facility, becauae w.

4 talk about a competitive environment, as AlaSKa Telecom did.

5 And in my .ind, being forc.d to uae a facility is not conducive

~ to a co.pe~i~ive .nviro~ent. I think the economics ot the

7 marketplace ana customer needs decide what faci11ti•• you us•.

a This proposal is about _w traM Ala.xa Telecom is about

• ael1in9 capacity on a interstate -- to interstate carriers, not

10 about eu8tOnters. And again, a8 Gel haa pointed out, and I

11 thinx effectively shown, additional tiber capacity has really

12 very little to do with intrastate rate•.

13 Alask~ Tel.con .aid that AT'T, with over 60 percent, I

~4 believe they said, ot the market and ownership of faeilitie.,

15 i. in a position to dominate the .Irk.t. And a8 a veteran ot

15 the Lower 48 war. where AT'T also hal about 60 percent share

11 and the heavy ownership ot tacilitie., I think it would be

11 impossible to say AT'T do.inatee a aarket where over close to

l' two million customers a month ohange long-diatance oarrier••

20 And in taot, Gel, our competitor here, has said that they

21 veleo•• our entrance .s .pur to cOMp.ti~ion and look forward

22 to eompetinq with us. And we look forward to competinq with

23 them. I think it'. a very healthy environ.ent. And wben

-

24 oompetition exists and will exist lite this, it 18 bound to be

25 better otf for the cuato••rs ot Ala.ka.

-48-

DON .ueoctAni
~ .........

1113 VI. "'--I .
~.A&..-_

"'" 2'IN8I



DEC 24 '97 11:al~
P.14/14

1

a

3

~

5

,
7

8

,
10

11

12

13

.~ 14

151.
171.
19

20

21

22

23

24

25

Finally, Alaska Telecom said that AT'T has no econo~ic

incentive to invest, because the interstate rate. must mirror

the Lower 48. Well, we -- the situation I d••cribed in the

Lower 49 with the intense competition, we have every incentive

to invest in the network. Those rate. are driven in a very

ooapetitive environment and are going down. The reason you

inve8t in techngloqy 1n my mind i. to otfer mora service. and

therefore to increa•• revenue or to lower costs. So we have

every economic incentive to invest 1n the network in Alaska,

because it is a cowpetitiva environ.ent.

With respect to GCl'. comments, I welcome their request

to work with us in the planning of the network as AT'T-AlaseoM

goe. ahead with their plan of reconfiquring the network. I

don't think there'. anything in this fo~ AT'T-Al••eom, if w.

•were ever to do anything that would disadvantage Gel's

cu.to~.r.. That's anti-competitive, and also, customers know

what'. qoinq on. So w. welcome that otfer, 31m.y, and we plan

to work with you closely as we do this, because GCI'. cuato••rs

are AI.aka customer••s well.

w. don't feel that need. to be a oon4ition of the sal.,

because it we were to do 80aethinq that disadvant&q•• GCl'.

eustoaers or raised the wholesale ~ate, we would have to co~e

betore you anyway to reque.t that. So I think the com.i••ion'.

purview and authori~y i. conaiatent throuqhout this, pre.ale

and poet-sale. And aqain, we don't plan to do anythin9 that
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1 would disadvantage Gel. And if we did, I think the commission

2 is here in an oversight capacity to talk to us about that.

3 Terry, you have anything to add?

4 MR. ELFERS: I might just speak to the switch replacement

5 question. I anticipate getting that question eventually

6 anyway. And I would point out that the switches to be removed

7 from Juneau and Fairbanks is part of the condition of the stock

8 purchase agreement. So clearly, we understand we have to do

9 something with respect to replacing that switch capacity.

10 We have not reached a decision yet as to exactly what we

11 will do. We are actively considering and pursuing alternatives

12 on a partnership basis with Alascom employees and the sUbject
~

13 matter experts ~ our network capacity planning and delivery

14 organization or process, as we call it, in the Lower 48. One

15 of those alternative under consideration would, in fact, leave

16 switching capability in all three locations. One, in fact,

17 would reduce the switch exposure or the switch presence for

18 switch network services to a single switch. One has two

19 switches. I mean, there are a number of alternatives that we

20 are considering.

21 But I would point out that the switches do not equate to

22 points of presence. And so even if we consolidate switches

23 into Anchorage, which is under consideration, from our

24 perspective the points of presence for interconnecting would

25 remain in Juneau and Fairbanks, and it would be our
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1 responsibility, not GCl's, to expand the facility capacity to

2 ensure that we could move that traffic.

3 So I hope that's responsive to that issue.

4 MR. De FRANCISCO: I'm sorry. One point I forgot to

5 mention that GCl made about AT&T-Alascom being the entity

6 operating here. Again, I don't see any need for a condition

7 of the sale to include that, because if AT&T wanted to enter

8 Alaska aside from AT&T-Alascom, again, they would have to

9 appear before and file before the Commission in order to do

10 that. So I think in both those issues we're dealing with

11 standard arrangements under current regulatory law, and

12 obviously we'd be pleased to comply with that.

13 CHAIRMAN SCHROER: Do the Commissioners have any questions

14 of any of these gentlemen before we move on? You'll have

15 another shot at it. I'm just wondering if you have anything

16 right now.

17 COMMISSIONER ORNQUIST: I'll do mine later.

18 CHAIRMAN SCHROER: Any other comments from any of the

19 parties here? Otherwise, I'm going to turn -- Mr. Schroeder.

20 MR. SCHROEDER: Mr. Chairman, thank you for asking

21 (laughter) .

22 CHAIRMAN SCHROER: Maybe I'll be sorry, but go ahead

23 (laughter).

24 MR. SCHROEDER: I hope that that will not be the case, Mr.

25 Chairman. Just a few brief remarks.
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